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' SUBJECT i Next  Steps  in  China  Pol icy/ :'%.!. ' '. ' 

I _  

I .:. .. : ... i:. .3 I 

Where are  we now? 

1. The Adminis trat ion has ind ica ted  a w i l l i n g n e s s   t o  
s e e k   f r i e n d l i e r  and "more normal re la t i ons "   w i th   Pek ing  -& 
and to   br ing   the   Chinese   out  o f  t h e i r   i n t e rna t i ona l  h 
i s o l a t i o n  and t o   s e e  them p l a y  a more c ons t ruc t i v e   r o l e  
in   the   As ian  community when th e i r   p o l i c i e s   change .  . n 
2. The Pres ident  has expressed   h i s   g ene ra l   i n t e r es t   i n  h. 
modify ing  our  trade  pol icy  toward  Peking,   pr ivate ly  
through' NSDM 1 7  and in   h i s   c onve rsa t i on   w i th  me on A i r  

n 
0 

Force One l a t e   Ju l y , .   w i th  Ambassador S toesse l  September 9 , .  
and publ ic ly   through our r e l a x a t i o n  o f  tourist   purchases 
o f  Chinese  goods  on  July 21. h c, 

. 

t o  renew  our b i l a t e r a l   t a l k s   w i th   t h e   Ch ine s e   i n  Warsaw 
' 3. We have   publ ic ly   repeated ly   expressed  our   wi l l ingness  

or' elsewhere. We a l so   expressed   th i s   pos i t i on -   p r i va t e l y  

. ca ted   tha t  we will "soon"approach the  Chinese  again  on  this 
t o   the   Ch inese   i n  March th i s   y e a r .  We have   fur ther   ind i -  

has  authorized Ambassador S toesse l   t o   s e ek  an opportunity  
issue  (the  Secretary's  Canberra  speech). The Pres ident  

' t o  convey  to  the  Chinese charge' i n  Warsaw the   Pres ident 's  . 
wish   to   d i scuss  an  improvement i n l e l a t i ons .  

a p p l i c a b l e   t o  China in  July  but  have  renewed  these  general 
4 .  We have   s l i gh t l y   mod i f i ed  our t r a v e l   r e s t r i c t i o n s  

r e s t r i c t i ons   f o r   ano the r   s i x -mon ths ,   un t i l  March 1 5 ,  1 9 7 0 .  
The Secretary  has,  howev,er, p r i va t e l y   s en t   the   P r es iden t  
a memorandum endorsing a complete~dropping o f  a l l   t r a v e l  
r e s t r i c t i o n s   a t  an appropriate   t ime.  

- I . . 
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7 welcomed and approved  in  the  press and by  Congress. We 
' a  J 5 .  The pos i t i ons   descr ibed   in  1 - 4  above  have  been  widely 

a r e  aware o f  no s i gn i f i can t   p r ess  crit ic ism whatsoever and 
o f   on l y   i s o l a t ed   r e se r va t i ons   by  members of   Congress. 

reasons,  the two US Navy  destroyers  which have r egu la r l y  
6 .  We have  decided  pr ivate ly   to   withdraw, for budgetary 

pa t r o l l e d   t h e  Taiwan S t r a i t .   I n   t h e  future, the ' funct ions  
o f  t h i s   p a t r o l  will be  maintained  by US sh ips   i n  or t r ans i t -  

a v a i l a b l e .  (The GRC has  not   yet   been  informed  o f   this . )  
i ng   the   S t ra i t   a r ea   t o   the   ex t en t   Seven th   F l e e t   f o r ces   a r e  

a .number o f  o ther   countr ies   to   convey  t o  the  Chinese our- 
7.  lVe have   'apparen. t ly   e i ther   d i rect ly  or ind i rect ly   encouraged 

g ene ra l   i n t e r e s t   i n  an improvement i n  r e l a t i o n s  and contacts'.''_'!' 
This  has  been  done  by  the  Pakistanisj  the Cainbodians and the. ,:,.,> 
French t o  our  knowledge and poss ib ly   by   o thers  a3 w e l l .  

8 .  .We have  encouraged  several members o f  Congress  to  attempt 
t o  v i s i t   P e k i n g .  . .  

9 .  We have  emphasized  that we do no t   i n t end   t o  change  our 
ChiRep p o l i c y   t h i s   y e a r .  

1 .  

?here are  the  Chinese now? 

1. The Chinese  began  the  year  with a s e r i e s  . o f  extremely 
strong  attacks  against   the  Admirdstrat ion. in  general  and the  
P r e s i d en t   s p e c i g i c a l l y .  As the  year  has  progressed,  these 
attacks  have  been  substantial ly  attenuated..   .Peking  treated 
th e   P r e s i d en t ' s   A s i an   v i s i t   i n  a very  low  key  and' ignored  the 
Sec re ta ry ' s   t r i p .  The Chinese  have  not commented p u b l i c l y   o n .  
e i ther   o f   the   speeches  on China p o l i c y  made by  the Under 
Secre tary  or the  Secretary or on our  trade and t r a v e l  moves 
i n  Ju ly .   ( In  t.he pa2t  they  consistent ly   have denounced  such 
gestures. )  In t h e i r   f i r s t   g e n e r a l i z e d  commentary on US-China 
r e l a t i ons   j u s t   p r i o r   t o   t h e   Oc t obe r  1 Twentieth  Anniversary 
ce l ebra t ions ,   the  Chines.e r e i t e r a t e d   i n  a very  low kew t h e i r  . 
pos i t i on   t ha t   t h e  US has  a lways  been  host i le   to   China,   has  in 
the  past threatened  China,  occupies  Taiwan, and i s . t h e   a r c h  

tDthe  cont inuat ion  o f   the  US trade.  embargo. The a r t i c l e ' o m i t t e d  
i m p e r i a l i s t  enemy.  The a r t i c l e   a l s o   i n c l u d e s  a r a r e   r e f e r enc e  

a l l   r e f e r e n c e s   t o   t h e   P r e s i d e n t  or to   current   o r   fu ture  US 
China p o l i c y  and conta ined.no  s t rong  v i tuperat ive   language .  

2 .  Pr ivate ly ,   the   Chinese   have   to ld  a number 'of f o r e i gne rs  
that   they  are aware  of   the  fact  that US p o l i c y  toward  China i s  
under rev iew  in  Washington.   They  have  pr ivate ly   noted  the 
t rade  and t r a v e l  moves  as  having  been made in the  context   o f  

I 

I 
i 

; I  ! 

I 1  
! 



SECRET/NODIS 

I th i s   r ev i ew  but   have   sa id   these   a re   insu f f i c i en t .  They  have 
. continued to  emphasize  that some move r e l a t i n g   t o  Taiwan i s  

'necessary  but  have  conveyed  mixed  s ignals   as ' to   the  scope  o f  
the  US move required  to   evoke  some response  from  Peking. Some 
reports   have  suggested  Peking  is   seeking  only some "symbolic" 
ges ture  such as.a,minor  troop  withdrawal  from  Taiwan or o f  

focussed on Pek ing ' s   l a rge   ob jec t i ves   o f   comple te  US "withdrawal" 
the   pa t ro l   sh ips   i n   the  Taiwan Stra i t .   Other   reports   have  

from  Taiwan. 

Peking  has  also  expressed an ob j e c t i v e  and rather  sympathetic 
3. Pr ivate ly   ( through Chou En - l a i   t o  the'  French  Ambassador), 

v i e w . o f  US po l icy   toward  the   S ino-Sov ie t   d ispute ,   not ing   that  
t h e  US has  not  attempted  to  take  advantage o f  i t  or t r i e d   t o  
worsen i t ,  and that   the  US c l ea r l y   does 'no t   s e e ' a   S ino -Sov i e t  .. 
war as i n  i t s  i n t e r e s t .  Chou has a lso   ind icated.   that   the .  - ... . 
quest ion o f  renewed  Sino-US t a l k s  i s  "complicated",  preswnab'ly '- 

by domestic  problems. We have  sensed  that  there  has  been an 
internal  Chinese  "debate"  over  policy  .toward  the US over   the 
l a s t   y e a r ,  and p a r t i c u l a r l y   i n   r e c e n t  months. While a l l   t h i s  
i s  s t i l l  very  far-removed  from any c l e a r   i nd i c a t i on  o f  a major 
s h i f t   i n  Chinese  pol icy  toward  the US, i t  suggests a s l i g h t  
"sof tening"  of t h e i r po s i t i on   a s  compared w i th  a year  ago. 

4 .  The Chinese  continue  to  hold  two  Americans incommunicado 

Chinese  waters  en  route from Hong  Kong t o  Macao.  They a l s o  
ho ld   s i x   o the r   Amer i cans   ( i nc lua ing ' two   m i l i t a r y   p i l o t s  from 

.. 

. I  

.svha..we.r.e p icked-up  last   February  f o r  a l l e g e d l y   s a i l i n g   i n  

. the  Viet-Nam  war) . 
What could  we do nex t?  

1. Trade Pol icx . 
. We are  current ly   prepa,r ing a recommendation for the   Pres ident  
on an  approach  which ws l l  enable us to   dea l   w i th   the   unblocking  
o f  the Bank Belge  account  by  Treasury.  This  proposal  is  being 
prepared  at   the  request   o f   Deputy Under Secretary  Samuels w i th  . 

- .Secretary as w e l l .  We have   s t rong ly   urged  that  such a move b e  
the   concurrence .o f   the  Under Secretary  and, we be l i e v e ,   t h e .  

made as p a r t   o f  a more genera l .   po l i cy   ac t i on .  We intend,   there-  
f o r e ,   t o   p ropose  a mod i f i ca t i on  o f  FAC t o  embrace a wide-range 

US t ,rade  pol icy  toward,  Peking.  This  includes  (a)   unblocking o f  
of r e gu l a t i ons   i n vo l v i n g   t h e   e x t r a t e r r i t o r i a l   a spe c t s   o f   cu r r en t  

l e t t e r - o f - c r ed i t   a c c oun t s   h e l d   b y  banks, (b) removing o f  FAC 
r e s t r i c t i o n s  on American  subsidiaries  abroad, (c) removing.of  
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FAC r e s t r i c t i o n s  on t h i r d - c o u n t r y   t r a d i n g   a c t i v i t i e s   o f  
American f irms  involving  possible  presumptive  Chinese  goods, 
and  (d)  an  end t o  current  POL bunker ing   restr ic t ions . '  We 
a r e   a l so   cons ide r ing  a proposa l   that  all r e s t r i c t i o n s  on the  
importat ion o f  Chinese  antiques and ob j e c t s   d ' a r t   i n t o   the  
US be  ended. We understand  that Under Secretary   Vo lker  and 
Mr. P e t t y   i n   T r e a s u r y   a r e   p r e p a r e d   t o   d i r e c t   t h e i r   s t a f f s   t o  
s tudy   the   l e ga l  and admildstrative  requirements  for  implementing 
such a program. 

inc lude a general   adopt ion o f  the  remainder  o f   the measures 
2 .  A f o l l ow-up   s e r i e s  of  measures r e l a t i n g   t o   t r a d e   p o l i c y  

expor t   t rade   cont ro l s  down t o   t h e . l e v e l   o f   t h a t   w i t h   t h e  
l i s t e d  in.NSDM.17, l e ad ing   e v en tua l l y   t o   t h e   e l im ina t i on   o f  

Sov ie t   Union.  We would  also  propose a genera l   se t t l ement   o f . ' <  
outstanding  claims and debts  to  the  Chinese  .at.Warsaw or .else- , 1 

where. 

.. 

_._ ._.- .I -- . :- 4 

3. Travkl  

We b e l i e v e - t h a t   a l l   t r a v e l   r e s t r i c t i o n s   s h o u l d   b e   d r o p p e d  
as   soon   as   th i s   i s   p rac t i cab le ,   as   the   Secre tary  recommended 
t o  the  President.   Current  regulat ions  enable us t o  d.0 t h i s   a t  any 

which  the  restr ict ions  have  been  extended.  We con t inue   t o  f e e l ,  
t ime ,   w i thou t   wa i t ing   un t i l  the.  end o f   t h e   s p e c i f i c   p e r i o d  f o r  

however ,   that   th is   should   be  an..across.=the-b0ar.d. . a c t i o n   j u s t i f i e d  
on  the  legal   considerat ions  involved.   Depending on the  current  
s t a t e   o f ' nego t i a t i ons   i n   V i e t -Nan ,  we could announce  our in t en t i on  
t o  do so even before the  end of 1969.  

4 .  'Warsaw Contacts 

. We recommend tha t  we attempt to   use   the   oppor tun i ty   p resented  
by  the  withdrawal   o f   the  two  Taiwan  Strai t   Patrol   vessels .  t o  

where. We will be  pregent ing  a recommendation  that,  assuming 
improve  the  atmosphere  for US-ChiCom t a l k s  i n  Warsaw or e l s e -  

no change i s  made in   our   p r esen t   dec i s i on   f o l l ow ing   the   r eac t i on  
o f  President  Chiang, we a r r ange   f o r   t h e   Ch ine s e   t o   b e   r e l i ab l y  . 
in formed  o f   the  US move through a CIA contact i n  Hong Kong. We 

.budge tary  s h i f t   e v e n  i n  t h i s  contact   but   a l low  the  Chinese t o  
would-not ind i ca t e   tha t  the  move-. involve--anything more than a 

draw t h e i r  own conc lus ions.  We would  then time a renewed  approach 
t o  Peking  through  liarsaw t o  a l l ow our p r oposa l   f o r   n ew ' t a l k s   t o  
be read ' in   the   contex t  o f  whatever   symbol ic   s igni f icance  Peking 

for " face"   opportuni t ies   to   renew  contacts , ,   th is  .may prov ide   the  
.' may read  into  the  Taiwan StrQit ship  move. If th i s  may prov ide  
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needed  push. We would  hope  this  chain  of moves begin  as soon 
as p o s s i b l e   a f t e r  an approximate  date i s   s e t   f o r   d i s c on t i nuance  
o f  the   r egu la r   pa t ro l .  

5. A t  Warsaw, we could  again  suggest   meet ings  in each others '  
embassies or a sh i f t   t o ' ano the r   c i t y :   Os l o ,  Copenhagen, 
He ls ink i ,   Bern ,   A lg i e rs ,   e t c .  

;I 

. 6 .  M i l i t a r y  Moves 

We could  consider  whether some o f   the  US forces  which  have 
been  bui l t -up on Taiwan in  connection  with  the  Viet-Nam  war 
might  be  staged-down. O f  par t i cu lar   r e l evance  may be  the C-135 
tankers   a t  CCK A i rbase   which,   w i th   the i r  cTews and s e r v i c e  and 
maintenance  personnel,  increase  the US mi l i tary   presence  on :+. 
Taiwan  by 4 - 5 , 0 0 0 .  I n  any event,  we should  consider  removing . - . ' 

these   f o r ces  as   soon .as   they   a r e   no t   a c tua l l y   r equ i r ed   f o r   V i e t -  
Nam purposes. We could  also--review  the  need  for  the  stand-by 
f i gh t e r   un i t   wh i ch  has  been on s t r i p - a l e r t   a t   T a inan   s i n c e  May 
th i s   y ea r   i n   connec t i on   w i th  a poss i b l e  ChiCom  move aga inst  a 
US reconnaissance  aircraft :   Since  the  closest  point 'of   approach 
to   the   Chinese   main land  by   reconnaissance   a i rcra f t   i s  now gener-  

r e conna i ssance   a i r c ra f t   i n   the  Taiwan St ra i t   a rea   even  when they  
a l l y   o v e r  75 mi l es ,  and since  the  Chinese  never  threaten US 

f l y   c l o s e r  than  th is ,  we  may wish to  consider  withdrawing  our 

recommended tha t  we do t h i s   i n  any event .  

7. We have  discussed  with  the-  White House the   Zeas ib i l i t y   o f  
, a   s tudy   o f   i n t e rna t i ona l   o r gan i za t i ons   w i th  a v i ew  to   r eassess -  
ng  US po l i c y   t oward   un i ve r sa l i t y   o f  membership, t o   i n c lude  
Peking's  membership, i n  non-UN a f f i l i a t e d   t e c h n i c a l  and s c i e n t i f i c  
organi5at ions  as  wel l .   as  the  possibi l i ty  o f  extending t o   i n c l u d e  
Pek ing   in   ce r ta in   V ie t -Nam  spec ia l i zed   agenc ies .  We understand 
t h e r e   i s  some White House i n t e r e s t  and this  should  be  pursued 
fur ther   w i th  I O  and the  White House s t a f f .  

- - s t r i p   a l e r t -   a i r c r a f t   t o   C l a r k   F i e l d .  We understand CINCPAC has 

* 

cc: S/C - Mr. Pedersen 

' EA/ROC - Mr. Shoesmith 
S/PC - Mr. Cargo 
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